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HUD Hikes FHA Rate for Single-Family Homes 


HUD Assistant Secretary-Federal Housing Commissioner Philip Winn recently announced a | percent 
increase in the maximum allowable interest rate for FHA single-family insured mortgages. He called 
the increase a technical adjustment to the market. The new allowable rate for both the level-payment 
and the graduated payment mortgages (GPM) will be 16.5 percent, up from 15.5 percent. 


Assistant Secretary Winn said the move was necessary to maintain the availability of FHA-insured 
mortgages, with their more favorable terms. He said that ‘‘Lenders are reluctant to make mortgage 
loans, based on current allowable FHA rates. In addition, the high number of points being charged for 
these mortgages, especially forGPM’s, is causing a serious hardship for sellers of homes. Furthermore, 
we have a statutory mandate to keep discount points to a minimum.”’ 


A weekly poll of the 30 largest mortgage banking companies showed that the discount charged at the 


time for the level-payment mortgage was 6 or 7 points and 9 to 10 points forGPM’s. Assistant Secretary 
Winn said the large number of points for the GPM’s is especially hard on first-time buyers for whom the 
program was created. ‘‘Unless we bring these down to a reasonable level,”’ he said, “young families 
just starting out will have to wait longer than they had hoped to own their own home.”’ 


Military to Use Manufactured Homes in Demonstration Project 


A landmark demonstration project designed to test the use of manufactured homes as military family 
housing is being planned for California. Congress has authorized $11 million for installation of 200 
manufactured homes at the newly activated Army National Training Center at Fort Irwin, Calif. The 
project includes an additional $21 million for the construction of 254 units of site-built housing at the 
Fort. 


The two types of housing being planned will enable the Department of Defense to compare the 
performance of each type under identical circumstances and life-cycles. Meanwhile, the Secretary of 
Defense is developing a manufactured home military family housing code that is compatible with the 
Federal Manufactured Home Construction and Safety Standards. 


The military estimates that housing costs have escalated so that it now costs about $78,000 per unit of 
new construction for military family housing. Experts say that the use of manufactured housing will 
reduce that cost and at the same time alleviate a shortage of military family housing that has been a 
primary cause for the loss of experienced military personnel. 


Walter L. Benning, president of the Manufactured Housing Institute (MHI), called the 
demonstration project ‘‘a giant leap forward towards making housing more affordable and attainable for 
military families, and for all Americans. He said that the MHI believes the project will prove *‘once and 
for all that today’s manufactured home stacks up to site-built houses in every aspect, except the price.”” 
Benning said the MHI will work closely with the Army Corps of Engineers in building the homes and 
developing standards. 





Nuggets 


Dr. Jack Carlson, chief economist and executive vice president of the National Association of 
Realtors (NAR), has predicted the return of the long-term, fixed-rate mortgage. In recent years, 
fixed-rate mortgages have given way to variable rate mortgages in what is generally known as the era of 
‘‘creative financing.’’ Says Dr. Carlson: “‘Even if the mortgage instrument is called something else, 
interest rates will remain constant for the life of the mortgage, if the economy stabilizes.’’ 


The National Association of Realtors (NAR) reports that sales of existing houses fell 19 percent last 
year, but started an upturn as the year came to an end. The NAR’s preliminary figures indicated total 
sales of some 2.35 million homes during 1981, the lowest tally since the 1974-1975 recession. The 
median price for sales of existing homes last year rose to about $66,900, up 6.8 percent from 1980, the 
NAR said. 


The Department of Commerce reports that housing starts dipped to the lowest level in 35 years during 
1981. Last year’s housing starts were estimated at 1,086,600. down 16 percent from 1,292,200 units 
started in 1980. The level for 1981 was the lowest since 1946 when about | ,050,000 units were started. 
The Department reported, however, that starts for December 198 1 rose 13.3 percent from the previous 
month. Some housing experts suggest that the end-of-the-year upturn was due in part to a downturn in 
interest rates, and warn that a rise in interest rates could cause housing starts to decline again. 


The International Labor Organization reports that America has the world’s shortest workweek — an 
average of 35.6 hours. The ILO said that ‘‘the overwhelming majority of the world’s workers exceeds 
40 hours. The average workweek is 41.2 hours in France, 41.9 hours in West Germany, 40.7 hours in 
Japan and 44 hours for male workers in Britain. Switzerland has the longest workweek in the Western 
world, averaging 44.5 hours. Egypt has the longest workweek — 56 hours — in the world, according to 
the ILO, with South Korea's 50.5 hours the second longest. 


The U.S. Supreme Court has agreed to consider whether federally chartered savings and loan 
associations may force homeowners to pay off their total mortgage rather than let another buyer assume 
their loan. The decision from the Supreme Court could settle two primary questions: the legality of 
so-called ‘‘due-on-sale’’ clauses that have been in vogue for nearly a decade and the question of who 
has ultimate authority over S&L’s with Federal charters — the States or the Federal Home Loan Bank 
Board? At issue is the question of whether the FHLBB approval of due-on-sale clauses can be 
invalidated by State laws. The controversial clauses permit S&L’s and other lenders to force buyers to 
pay mortgages in full when they sell their homes. This prevents the buyer from assuming the seller’s 
loan at a lower interest rate. 


The American Natural Resources Company of Detroit and Energy Conversion Devices, Inc., have 
formed a joint venture to develop devices to convert waste heat directly into electricity. The companies 
will develop thermoelectric product technology. One project will use the waste heat from an auto engine 
to produce electricity and thereby conserve gasoline. Another would use the heat from pumps installed 
on pipelines to run the pumps electrically. 


The U.S. Department of Agriculture has announced that it is prepared to extend special assistance to 
selected farmers who are in danger of going bankrupt. The loans will go to farmers who can find no 
other source of credit, the Farmers Home Administration said. The FmHA also will guarantee loans to 
eligible farmers from commercial banks for emergency needs. 


The Wall Street Journal reports that the Nation’s homeowners and businesses ‘‘are breezing through the 
widespread cold wave with few heating oil supply problems.’’ Stocks of heating oil are overflowing, 
the Journal said, noting that some prices have dropped since extremely cold temperatures invaded 
much of the country recently. Dealers report that demand for fuel oil is about 20 percent below the 
demand at this time last year. They speculate that this is due to users’ efforts to conserve fuel, 
conversions by many homeowners to gas heat, and the general impact of the recession. 


In New York City, a tenant group has sued the city in an attempt to halt ‘‘arbitrary’’ rent increases in 
city-owned buildings not covered by rent control. The tenant organization, the Union of City Tenants, 
has charged the city with doubling and tripling rents in some cases. It contends that the city has denied 
due-process rights to its members whom it says are persons ‘‘least able to afford rising rents.’’ 





Assistant Secretary Winn Resigns HUD Post 


Philip Winn, Assistant Secretary for Housing and Federal Housing Commissioner, has resigned his 
HUD position effective March 10, 1982. HUD Secretary Samuel R. Pierce, Jr., announced the 
resignation “‘with deep regret.’’ 


In his letter to President Ronald Reagan, Assistant Secretary Winn said he was taking the action ‘‘after 
thoughtful consideration. Serving you and the American people for the past year has been the greatest 
honor of my life. I regret leaving this administration, but firmly believe that we have set an irreversible 
course in the Office of Housing within the Department of Housing and Urban Development which 
totally conforms to your policies and direction.”’ 


Winn said in a letter to Secretary Pierce: ‘“The accomplishments of this agency have been outstanding 
this past year, and all of this is to your credit.’’ Saying that he would make an officia! statement about 
his future plans at a later date, Assistant Secretary Winn indicated that those plans would be centered in 
his home State of Colorado. 


**Phil Winn has given a year of dedicated service to HUD,”’ Secretary Pierce said. ‘*I personally 
appreciate his efforts in carrying us through a difficult period of transition. He has helped put us on the 
right course and I am thankful for that. While we at HUD will miss working with Phil on a day-to-day 
basis, we expect to take advantage of his kind offer of help when needed. We wish him well in whatever 
endeavor he undertakes in the future.”’ 


As Assistant Secretary for Housing-Federal Housing Commissioner, Winn directs the housing 
programs and functions at HUD, including the production, financing, insurance and management of 
Government-assisted housing as well as the preservation and rehabilitation of the Nation’s housing 
stock. He also oversees the Government-backed housing insurance programs of the Federal Housing 
Administration (FHA). 


FYI 


U.S. League of Savings Associations (USL). . . *‘Low-Yielding Mortgages Seminar,’’ Atlanta, Ga.., 
March |, 1982. Details: USL, 111 East Wacker Drive, Chicago, II. , 60601 (312/644-3100). 


Community Rehabilitation Training Center (CRTC). . . Course on ‘‘Specification Writing for 
Rehabilitation,’’ Louisville, Ky., March 1-4, 1982: Details on other courses through April are available 
from the CRTC, 4340 East-West Highway, Suite 900, Bethesda, Md. , 20814 (301/654-9300). 


Center for Public Management (CPM). . . ‘* Accounting for Federal Grants and Contracts ,’’ New 
Orleans, La., March 8-10, 1982. Details: CPM, 12713 Steeple Chase Way, Potomac, Md. , 20854 
(301/340-1610). 


American Management Associations (AMA). . . ‘How to Recruit, Hire and Fire to Comply With 
EEO Laws and Affirmative Action Guidelines,’’ Washington, D.C., March 15-17, 1982. Details: 
AMA, 135 West 50th Street, New York, N.Y. 10020 (212/245-0800). 


World Computer Graphics Association, Inc. (WCGA). . . an international conference on 
‘‘Computers/Graphics in the Building Process,’’ Washington, D.C., March 22-26, 1982. Details: 
WCGA, 2033 M Street, N.W., Suite 250, Washington, D.C. , 20036 (202/775-9556). 


Harvard University Graduate School of Design (GSD). . . a lecture on ‘‘Design and Community ,”’ 
Cambridge, Mass. , March 23, 1982. Details: GSD, Gund Hall, 48 Quincy Street, Cambridge, Mass.., 
02138 (617/495-5864). 





Significant Litigation 


Mandalay Shores Cooperative Housing Assn., Inc. et al. v. HUD, et al., No. 81-547, Adv. Nos. 
81281, 81-0294 (U.S. Bkrptcy Ct., M.D. Fla., Dec. 14, 1981) (Order of Dismissal) 


The U.S. Bankruptcy Court dismissed these two adversary actions by a tenant cooperative association 
which had sought to compel HUD to sell a Secretary-owned property to it as a tenant cooperative. In the 
first action, Adv. No. 81-281, MSCHA alleged deficiencies in the building’s condition and claimed 
that HUD had duties enforceable under the Housing Acts and the Clean Air Act. In the second action, 
Adv. No. 81-0294, MSCHA and two named tenants sought, inter alia, a declaration that HUD is 
required to maintain the project in ‘‘decent, safe, and sanitary condition’’ and sought to enjoin HUD 
from selling the project. 


The Bankruptcy Court, treating the two actions as a whole, recognized that all the various claims set 
forth by MSCHA reiterated claims already brought and dismissed by other District Courts and stated 
that ‘‘the complaint. . . is still based upon the ultimate proposition that the Secretary has no right to sell 
the project to the highest bidder and must sell the complex to the Plaintiffs.’’ Recognizing that it lacked 
jurisdiction and that identical claims had been presented and rejected by two District Courts and were 
now on appeal, the Bankruptcy Court dismissed the two complaints without prejudice based on the 
doctrine of abstention. 


Elvia McDaniel, et al. v. HUD, etal., C.A. No. 13-80-165 (S.D. Texas, filed July 18, 1980) (Order of 
Dismissal) 


By stipulation, the District Court has dismissed this action with prejudice. Section 8 New Construction 
tenants alleged that their landlord attempted to evict them without good cause and notice of their right to 
object to the eviction action. The stipulation requires the owner to provide tenants with notices of 
proposed evictions that are written in both English and Spanish and with limited informal hearings 
before evicting them. It does not require any action by HUD and is subject to being superseded by 
future conflicting HUD requirements. 
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